The world\'s first case of the *Covid-19* disease, caused by a novel zoonotic acute respiratory virus in the *Corona* family, was identified in the city of Wuhan (Hubei province, China) in December 2019. As yet, there is no known vaccine with proven success for preventing infection or mitigating the development of complications, such as pneumonia. The infection/fatality ratio has been assessed by several different epidemiological studies to be somewhere between 0.4% and 1.3% for the general population, with a significantly higher ratio for the age-bands above 60 years old. Against this background, the governments of most countries around the world have ordered a set of lockdown measures -- closing schools, offices, shops, factories, hairdressing salons, real-estate agents' premises and public meeting-places; imposing regional and international travel restrictions; prohibiting visits to friends and family members; and advising or insisting on "physical distancing" and wearing face-masks. Predictably, this has led to sharp declines in industrial production, trade, business and consumer spending, in fact all the components of gross domestic product (GDP). The headlines in reputable newspapers around the world have been alarming: "Biggest crisis since the Great Depression" ('Frankfurter Allgemeine Zeitung', 14 April); "Bleakest view on the economy as the pandemic hits" ('Nikkei Daily', 15 April); "The world economy is now collapsing" ('Financial Times', 15 April); "It\'s the end of the world economy, as we know it" ('New York Times', 16 April).

World economic growth was already slowing down in the years before 2020, partly as a result of the fall-out from the US/China trade tariff war dating from July 2018 and partly as a result of the European economic malaise attributable to uncertainties over Brexit. According to the International Monetary Fund (IMF), world economic growth was 3.8% in 2017, 3.6% in 2018 and 2.9% in 2019. The slowdown was echoed in the deterioration of pigment sales reported by virtually all the major suppliers. But, while 2019 was a bad year for sales revenues and profits, 2020 is going to be very much worse!

The ramifications for the pigments sector and for the chemical industry in general have been well portrayed in recent announcements by BASF (headquartered in Ludwigshafen, Germany), the world\'s largest chemical company. On 9 April 2020, BASF declared that it had cancelled its Annual General Meeting for shareholders in Mannheim, previously scheduled for 30 April, replacing it with a "virtual meeting" by video links on 18 June. In its Annual Report, issued on 28 February 2020, BASF had stated: "The global economy is forecast to grow by 2.0% and global chemical production is expected to expand by 1.2%. We anticipate an average oil price of \$60 per barrel of Brent crude and an exchange rate of \$1.15 per Euro. We aim to increase our sales revenue to €60-63 bn. Our return on capital employed should be 6.7-7.7%. Our outlook assumes that the trade conflicts between the US and its trading partners does not intensify and that Brexit will not have any larger economic repercussions during the transition phase (of the UK\'s departure from the EU).

By the end of April, it was obvious that all these assumptions were far too optimistic. In mid-April, the International Monetary Fund (IMF) provided a baseline forecast of a 3% contraction in the global economy for full-year 2020, including a 6.1% contraction for the advanced industrial economies of the world. The price of a barrel of Brent crude had nosedived -- from \$68.60 at the end of 2019 to \$21 by early April, though it has subsequently recovered to around the \$30 mark. Having commenced the year at \$1.12, the Euro exchange rate has averaged around \$1.10 for the first four months of 2020. Moreover, the politico-economic tensions over US trade with the rest of the world and negotiations about Brexit have not dissipated. So, on 30 April, when the company presented its financial results for 2020, BASF stated: "It is currently impossible to reliably estimate both the length and the further spread of the *Corona* virus pandemic, as well as future measures to contain it. Consequently, concrete statements on the future development of our sales and earnings cannot be made at present. We expect to be severely impacted by the economic consequences of the global drop in demand and production, in particular as a result of the ongoing production stoppages in the automotive industry. The effects of the *Corona* virus pandemic will also impact other customer industries. As a result, we are anticipating a considerable decline in sales volumes in 2Q 2020. We are currently expecting a slow recovery for the third and fourth quarters of 2020. How the situation will develops is, however, extremely uncertain at this point in time."

BASF is one of the world\'s leading producers of organic and effect pigments, with annual sales revenues assessed at around €1 bn (or \$1.10 bn). Financial results for the pigments business are subsumed within BASF\'s Dispersions & Pigments Division, part of the Industrial Solutions segment. Besides pigments, the product portfolio of Dispersions & Pigments includes a wide range of polymer dispersions, latices, emulsions, resins, electronic materials and various additives for the paint, paper, printing, adhesives and construction industries. It is worth noting that kaolin pigments and fillers are not included in Dispersions & Pigments, but results for BASF\'s kaolin business are subsumed within Industrial Solutions. For full-year 2019, BASF Dispersions & Pigments reported sales revenue at €5.18 bn, representing a 2.2% decrease on the 2018 figure. The breakdown of that total by customer location was: 38% for Europe, 31% for Asia/Pacific, 25% for North America and 6% for the rest of the world. For 1Q 2020, Dispersions & Pigments reported sales revenue at €1.30 bn, slightly lower than the €1.32 bn reported for 1Q 2019. The 1% decline reflected a 3% reduction in net average prices, offset by a favourable 1% movement in currency exchange rates (notably a weaker Euro) and a 1% increase in sales volume.

On 29 August 2019, BASF and DIC Corp (headquartered in Tokyo) jointly declared that they had agreed on the sale of BASF Colors & Effects GmbH (essentially BASF\'s Pigments business) for €985 M (or Yen 116.2 bn or \$1.107 bn). This figure was based on the assessed enterprise value of €1.15 bn, adjusted for the target company\'s cash and debt position. (See also 'Focus on Pigments', Aug 2019, 1-3). The transaction is expected to close during 4Q 2020. Associated with the adjustment to "fair value" BASF Colors & Effects showed a €73 M assets impairment charge in its full-year 2019 accounts. As at end-December 2019, total assets of BASF\'s Pigments business amounted to €1.278 bn, including €336 M for goodwill, €266 M for property, plant and equipment, €383 M for inventories and €109 M for accounts receivable. Liabilities amounted to €358 M, including €213 M for pension provisions and similar commitments and €51 M for accounts payable. Net assets were therefore assessed at €920 M.

As a consequence of the acquisition, DIC -- together with its wholly-owned subsidiary, Sun Chemical (headquartered in Parsippany, NJ in the United States) -- will become one of the largest pigment suppliers in the world, adding BASF\'s portfolio of high-performance organic pigments, pearlescents and special inorganic pigments to its existing portfolio of organic pigments for displays, metallic pigments and high-purity iron oxide pigments. As a result of a DIC\'s reorganisation in February 2019, Color & Display was created as the smallest of three business segments and it accounted for 15% of DIC\'s total sales revenue for full-year 2019. Financial results for DIC\'s pigments business are subsumed within the Color & Display segment, together with results for liquid crystal materials, health foods, natural colorants and quantum-dot inks.

For the year to end-December 2019, DIC Color & Display reported sales revenues at Yen 116.4 bn (equivalent to \$1.07 bn at Yen 110.5 per \$), representing a 6.2% drop on the comparable 2018 figure of Yen 124.1 bn (equivalent to \$1.12 bn at Yen 109.11 per \$). Operating income fell by 28% from Yen 15.0 bn in 2018 to Yen 10.8 bn in 2019, so that the profit margin last year was only 9.3%, versus 12.1% in 2018. The trend in profitability was clearly downwards -- from 14.1% in 2Q 2018 to 7.5% in 4Q 2019. Sales to Japanese customers fell by 14% to Yen 29.7 bn, with profitability falling from 20.3% to 16.3%. Sales to the customers in the rest of the world fell by 5.5% to Yen 95.8 bn (before eliminating transfers), with profitability falling from 7.8% to 6.2%. Sales of general-purpose pigments for printing inks and similar end-use sectors fell by 6% (in Yen value terms). Sales of "functional pigments" for cosmetics also fell, with international trade friction being cited as a contributory factor. But sales of effect pigments for applications related to building materials increased. Sales of natural colorants, such as *Linablue* phycocyanin, continued to expand.

In February 2020, DIC provided analysts and shareholders with guidance on financial results for full-year 2020. At that time, forecasts for Color & Display were for a 4% increase in sales revenue and a 21% increase in operating income, with a 52% increase in profits from the Japanese market being partly offset by a 4.4% fall in profits from sales to other countries. Undoubtedly, these targets will have to be abandoned as the year 2020 wears on.

Clariant (headquartered in Muttenz, Switzerland) is one of the world\'s leading organic pigment producers and, until recently, the world\'s largest producer of plastic masterbatch. Historically, Masterbatch, Pigments and Additives were three separate business units within the company\'s Plastics & Coatings segment. Effective from 1 January 2019, the Additives unit was transferred to the Natural Resources segment, together with Functional Minerals and Oil & Mining Services, while the Pigments and Masterbatch business units were earmarked for disposal, so that their financial results were then reported under the heading "discontinued operations." At the end of October 2019, Clariant announced that it had completed the sale of its Healthcare Packaging business -- historically part of the Masterbatch unit -- the buyer being Arsenal Capital Partners. In mid-December 2019, Clariant announced that PolyOne had agreed to buy its entire masterbatch business for \$1.56 bn and that transaction should be completed before the end of September 2020. Meanwhile, Deutsche Bank has been mandated to organise an auction for Clariant\'s Pigments business, the enterprise value of which has been assessed at between \$850 M and \$1.4 bn. The disposal of the Pigments and Masterbatch business units follows the disposal of Textile Chemicals and Paper Specialities, plus a significant portion of the Emulsions business unit in October 2013, the disposal of the Detergent and Chemical Intermediate businesses in January 2014 and the disposal of the Leather Chemicals & Services unit in May 2014. The buyers of these businesses were all private investment funds, respectively SK Capital, ICIG and Wendel Investissements. A similar entity will probably be the eventual purchaser of Clariant\'s Pigments business unit (See also 'Focus on Pigments', Mar 2020, 1-3).

For full-year 2019, the combined sales revenue for Clariant pigments and masterbatches was reported as SFr 2.127 bn (equivalent to \$2.13 bn), representing a 4.3% fall on the 2018 figure. Of the 2019 total, pigments accounted for an estimated \$975 M and masterbatches for an estimated \$1.15 bn. Underlying earnings (EBITDA, after accounting for exceptional items) fell by 40% from SFr 264 M to SFr 158 M. In the accompanying commentary, the company notes: "These businesses were negatively impacted by the global economic slowdown, mainly by softer demand in China and Europe, as well as by weakness in the global automotive industry." For 1Q 2020 Clariant reported sales revenue for pigments and masterbatches at SFr 485 M, which was fairly similar to the comparable 1Q 2019 figure, after deducting sales attributable to Healthcare Packaging.

Ferro Corp (headquartered in Mayfield Heights, Ohio) celebrated its centenary in October 2019, marking 100 years since the company was registered in Cleveland, primarily involved in applying porcelain enamels to steel for household appliances, etc. Ferro is another company that has undergone a dramatic transformation in recent years. After fighting off Schulman\'s hostile bid to buy the entire company during 2012/13, Ferro sold five plants making masterbatches, plastic compounds and colorants to Schulman in June 2014 and it sold the majority of its Polymer Additives business to a portfolio company of HIG Capital in December 2014. Ferro then embarked on a major acquisition programme aimed at boosting its prominence in the ceramic material, speciality glass coatings and pigment industries. In the context of ceramic materials, Ferro acquired two Italian companies -- Vetriceramici in December 2014 and Smalti per Ceramica in April 2017 -- and three Spanish companies -- Gardenia in August 2017, Endeka in November 2017; and Quimicer in October 2018. In the context of speciality glass coatings, Ferro acquired Pinturas Benicarlo (of Spain) in June 2016, DipTech (of Israel) in August 2017 and Ernst Diegel (of Germany) in August 2018. It also acquired Thermark (of the US), a leader in laser marking technology, in Febriary 2015. In the pigments industry, Ferro\'s key acquisitions entailed paying €167 M (equivalent to \$184 M) for Nubiola (of Spain) on 7 July 2015 and €49.8 M (equivalent to \$53 M) for Cappelle (of Belgium) on 9 December 2016. For full-years 2016 and 2017, Nubiola contributed \$123.2 M and \$138.9 M to Ferro\'s sales revenue, \$24.4 M and \$21.8 M to Ferro\'s net income. The breakdown of sales by region is estimated at roughly 37% from Europe, 27% from North America, 22% from Latin America and 14% from Asia/Pacific. For full-year 2017, Cappelle contributed \$5.4 M in net income and \$71.8 M in sales revenue, of which 84% from Europe and 16% from North America.

Ferro is now one of the world\'s largest producers of inorganic pigments (bismuth vanadate, zinc chromates and phosphates) and complex inorganic coloured pigments (aka mixed metal oxide pigments, including spinels). It also produces certain organic and hybrid organic/inorganic pigments, as well as pigment dispersions. As the next dramatic transformation step, Ferro has agreed to sell its entire Tile Coatings business to Esmalglass Itaca Fritta (owned by the Lone Star equity fund) for nearly \$500 M in a transaction that is due to be completed later this year. Ferro will retain its porcelain enamels business, which now reports its financial results as part of the Functional Coatings segment.

The Functional Coatings segment accounted for 64% of Ferro\'s total sales revenue of \$1.018 bn in 2019, while Color Solutions accounted for 36%. Revenues from selling pigments are subsumed within Color Solutions, but unfortunately so too are Ferro\'s extensive surface finishing and polishing products. In full-year 2019, Color Solutions reported sales at \$369.7 M, representing a \$21.4 M (or 5.5%) fall from the 2018 figure. Within that \$21.4 M fall, Nubiola\'s sales fell by \$12.5 M, sales of other pigments fell by \$9.6 M and sales of surface technology products fell by \$4.6 M -- all partly offset by a \$5.4 M rise in sales of dispersions and colorants. The fall in pigment sales revenue was spread across all regions -- \$1.9 M in the United States, \$0.3 M in Latin America, \$10.0 M in Europe, the Middle East & Africa and \$9.2 M in Asia/Pacific. Net income for the Ferro group was reported as \$7.4 M for 2019, versus \$80.9 M for 2018 and \$57.8 M for 2017. Net income was not shown separately for Color Solutions, but gross profit for this segment was reported as down 7.9% at \$114.9 M.

In 1Q 2020, Ferro Color Solutions recorded a slight increase in sales revenue, from \$96.4 M to \$96.9 M. Commenting on these results, Mr Patrick Thomas (CEO) said: "We saw strong demand (for our pigments) from the paint sector, along with strong demand for our ultramarine blue, basic chrome sulfate and anti-corrosive products. Viewed from a regional perspective, our pigments business generated high double-digit growth in the US, high single-digit growth in Europe and around 5% growth in Asia/Pacific. Demand for our pigments used in master batches in our production however remained weak." There was also a downturn in demand for surface technology products, as anticipated.

Lanxess AG (headquartered in Cologne, Germany) is the world\'s largest producer of red, yellow and black iron oxide pigments and a major producer of chromium oxide green, with 1500 employees and a total product capacity of 370,000 tonnes/y from plants at Krefeld-Uerdingen (20 km north of Dusseldorf, Germany), Porto Feliz (120 km northwest of Sao Paulo, Brazil) and Ningbo (Zhejiang province, on the southern side of Hangzhou Bay, opposite Shanghai). The company\'s iron oxide pigments plant at Shanghai-Jinshan, which had been acquired from Jinzhou Chemical in 2008, was finally closed during 2019. Lanxess recorded an exceptional €10 M restructuring charge in its 2018 accounts associated with the Jinshan plant closure. Effective 1 January 2020, the Inorganic Pigments business unit was transferred from the Performance Chemicals segment to the Advanced Intermediates segment and this makes it difficult to find specific financial performance data on this business unit. For full-year 2018, Inorganic Pigments generated about €485 M in sales revenue, representing just under 7% of Lanxess\'s total sales revenue. In its 2019 Annual Report, Lanxess noted that average realised selling prices for inorganic pigments were slightly lower, compared against 2018. In its report for 1Q 2020, Lanxess reported that realised selling prices for inorganic pigments were lower than in 1Q 2019, partly because of passing on lower raw material costs. Pigment sales volumes were higher than in 1Q 2020, especially in the North American market.

In mid-March 2020, Lanxess provided a fairly sober outlook, noting that its pigment business had already been affected by the temporary *Corona*-related shutdown of its Ningbo plant. It also stated: "We expect global chemical industry production to expand by 2.5% in 2020. Customer industries are becoming more cautious in this volatile environment, while demand from the key customer sectors for chemicals, such as the construction industry, is expected to increase slightly in 2020. We expect global sales to the automotive industry to stagnate."

Eckart (headquartered in Hartenstein, Germany) is one of the world\'s leading producers of metallic and pearlescent pigments, with manufacturing facilities at: Hartenstein and Wackersdorf (Germany); Pori (Finland); Vetroz (Switzerland); Zhuhai (Guangdong province, China); Louisville, KY; Painesville and Schererville, OH (all in the US). The company employs just over 1700 people and it is part of the Altana group (headquartered in Wesel, Germany), alongside Actega, Byk and Elantas. For full-year 2019, Altana AG reported post-tax income at €169 M on sales revenues of €2.25 bn, compared against €187 M on €2.31 bn for 2018. Eckart\'s sales revenue fell by 7% from €382.6 M in 2018 to €356.2 M in 2019. Sales fell in all the major market regions -- by 5% to €178 M in Europe; by 5% to €83 M in the Americas; and by 12% to €88 M in Asia. Sales to the Chinese market were significantly lower, exacerbated by the fact that Eckart ceased trading in white pigments in 2019. Demand from the global automotive sector was also weaker. Presenting its outlook for the current year on 20 March, Altana stated: "(Originally), we had assumed there would be slightly stronger global economic growth in the second half of 2020. In that environment, we had expected operating sales growth in the low single-digit percentage range, with further growth coming through the acquisitions already completed. In such a scenario, our EBITDA margin would have been around 18% (similar to 2019). However, the further course of the *Corona* virus pandemic and its impact on demand, production, and supply processes cannot be assessed at present. We achieved slight sales and earnings growth in the first few months of this year, but the pandemic will have a significant impact on our sales and earnings in the coming months."
